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THE PRESIDENT’S REPORT 


Capital Building Industries Limited’s first year of operations has been one of sub- 
stantial progress, a year marked by growth in sales and earnings and expansion into 
new markets. 

SALES 

Combined sales for the fiscal year ended December 31, 1962 totalled $8,288,668 
compared with combined sales of $7,363,857 for the fiscal year ended December 31, 1961, 
an increase of 12.6 per cent. The rise in sales was chiefly due to increased activity in the 
field of land development and in the Company’s four fine woodworking mills. Sales from 
the mills to the building trade and contract work for schools, private homes and clubs, 
government buildings, hospitals, religious institutions as well as commercial and industri- 
al buildings showed a sharp gain. 

EARNINGS 

Consolidated net earnings for the year rose 21 per cent to $537,301 compared with 
combined net earnings of $444,178 in 1961. This equals 51 cents per share on 1,052,500 
Common shares outstanding compared with 47 cents on 940,000 Common shares out- 
standing last year. 

DEBENTURES 

As a result of the conversion in the early part of the year of 6144 per cent convertible 
sinking fund debentures Series ‘“‘A’’, the Company’s funded debt has been reduced from 
$1,500,000 to $1,000,000 and an increase in capitalization of 112,500 Common shares 
has taken place. The debenture conversion of $500,000 and the net earnings of $537,301 
have resulted in an increase in net worth of $1,037,301 to a total of $2,526,331. 
SUBSIDIARIES 

Early in 1962, the companies originally merged to form Capital Building Industries 
Limited were further consolidated to form three wholly-owned subsidiaries. In addition, 
three new Quebec companies were created to conduct operations in Montreal. Capital 
Building Industries Limited wholly-owned subsidiaries now are Capital Quality Homes 
Limited and Capital Quality Homes (Quebec) Limited, engaged in residential construc- 
tion; Capitaland Limited and Capitaland (Quebec) Limited, engaged in land acquisition 
and development; and Essex Cabinet Makers (Ontario) Limited and Essex Cabinet 
Makers (Quebec) Limited, engaged in fine millwork. 

OPERATING REVIEW 
It is the Company’s policy not to record sales or the corresponding profits in the 


financial statements until house sales have been legally closed. 


House closings in the latter part of the year were hampered by adverse weather 
conditions in Montreal, Ottawa and Hamilton, which delayed servicing of Company- 
owned land and thus delaying occupancies. Servicing was completed in early 1963 and 
construction is now in progress. Increased sales in land development and fine millwork 
divisions, however, more than compensated for these delays. 

Land development activity increased during the year, the Company making several 
important acquisitions. Ten acres of a 17 14-acre site in Ottawa were sold late in the year 
at a substantial profit. Capital Building Industries Limited holds ample land in Ottawa 
and Montreal suitable for apartment sites and row houses, and is presently considering 
building units of these types in those cities, for sale or as a Company investment. 

Highlight of fine millwork activity during the year was the opening of our new mill 
in London, Ont., in January. This new mill is now contributing to net profit and is add- 
ing substantially to the Company’s sales volume. 

NEW MARKETS 

In February, 1963, the Company acquired 300 acres of residential, commercial and 
industrial-zoned land in Montreal’s south shore suburb of Greenfield Park, on a 50 per 
cent participation basis with local interests. This new 2,800-family development should 
be completed by 1968 and will greatly enhance net earnings as progress is made. 

Essex Cabinet Makers (Quebec) Limited is opening the industrial section of Green- 
field Park by construction of a new fine woodworking plant. 

OUTLOOK 

The development and expansion program begun in 1962 will be continued in 1963, 
and is expected to improve earnings for the year. 

The Company is also considering entry into two other major Canadian markets on 
a large scale. 

The backlog of orders for the Essex mills at December 31, 1962, exceeded $950,000 
compared with a similar backlog of $150,000 in 1961. 

Total sales from all subsidiaries for 1963 are expected to be at least 20 per cent 
above last year’s level. 

APPRECIATION 

The superlative co-operation of customers, shareholders, employees and suppliers 
has been most gratifying. Without their loyalty the advances of our first year would 
have been impossible. 

On Behalf of the Board of Directors. Robert Slutzky 
Windsor, April 5, 1963 President 


A RECORD OF ACHIEVEMENT 


The Capital Building Industries Limited story is one 
of growth and diversification within the residential con- 
struction industry in Canada. Though formed only a year 
ago, the Company has risen to a position of leadership in 
the industry by virtue of careful planning, wise investment 
and planned expansion — surely a record of achievement. 

Capital Building Industries Limited came into being 
through the merger of Economy Home Builders of Windsor 
Limited and Morris Construction (Windsor) Limited and 
their affiliate companies in early 1962. 

In 1949 Robert Slutzky, now President of Capital, 
formed Economy to build low-cost quality homes, and with- 
in 18 months the company had become one of the two 
leading builders in the Windsor area; the other was Morris 
Construction, formed in 1950 by Morris Tabachnik, until 
recently an officer and director of Capital. 

Because of their advanced design, superior workman- 
ship and popular prices, the companies’ homes met with 
immediate public acceptance, and expansion to other centres 
soon followed. Between 1954 and 1960 Economy erected 
homes in 12 Ontario cities and established subsidiaries in 
London, Hamilton and Ottawa. During this period a total 
of 755 homes were built in Sarnia, Guelph, Stratford, 
Brantford, St. Thomas, Preston, Kitchener, Waterloo and 
Chatham. 

Some indication of the size of Economy and Morris 
may be gained by the fact that at the time of the merger, 
the two companies were responsible for approximately 60 per 
cent of all residential construction in progress in Windsor. 

Realizing the profit potential in areas allied to resi- 
dential construction, Economy entered the field of land 
development in 1954. The company adopted the policy of 
acquiring raw land, wherever practical, registering the sub- 
division plans, installing necessary services (usually in 
association with local real estate interests), and building 
homes. Capital Building Industries Limited now carries on 
this comprehensive policy, but confines its building activi- 
ties and land development to major metropolitan areas. 
The Company currently has projects underway in Montreal, 


Ottawa, Hamilton and Windsor. 


Economy took the first step in its program of expan- 
sion in 1953 when it helped establish Essex Cabinet Makers 
Limited in Windsor to supply all Economy homes with 
quality kitchen cabinets. The woodworking “mill” for this 
venture measured 20 feet by 60 feet. Today, through two 
wholly-owned subsidiaries, Capital Building Industries 
Limited maintains mills in Windsor, Ottawa, Montreal, 
Hamilton and London, the last opened early in 1962. The 
mills have an aggregate area of 50,000 square feet, the 
largest being the 20,000 sq. ft. Windsor operation, expanded 
in four stages from its original size. 

Further expansion is now under way in Hamilton, 
Ottawa, Windsor and Montreal and will be completed by 
mid 1963. When finished, this expansion will bring the 
mills’ aggregate area to 65,000 sq. ft., all of which will be 
used to capacity in 1963. 

Capital Building Industries Limited will continue with 
this policy of opening woodworking mills near building 
sites whenever it enters a new metropolitan area. 

Although initially established to supply only Economy 
homes, the mills have grown beyond the limits of a de- 
pendent company during the last decade. Today, 80 per 
cent of all sales from the mills are made to non-affiliate 
companies, serving to underline the value of the firm’s 
diversification. In future, an increasing percentage of 
Capital’s net profit will be realized from its mills. 

A large part of the work done is institutional in nature. 
The Companies have designed and built fine millwork for 
hospitals, religious institutions, universities, schools and 
commercial and industrial buildings, as well as private 
homes and clubs. 

Constant efforts are being made to develop new wood 
products and house components, and to pare operating 
costs through mechanization. New markets are actively 
being sought, and other profitable areas of endeavour — 
such as the distribution of builders’ hardware — are being 
closely examined. 

Capital Building Industries Limited has made constant 
its search for new ideas and new products, and will continue 
to expand with even greater vigour than in its first year 


of operation. 


CAPITAL BUILDING INDUSTRIES LIMITED 


Consolidated Statement of Earnings for the year ended December 31, 1962 


GROSS PROFIT FROM: 


STOUSOICOUSCLUCE ON Mem mrwir eo ere Ne aoe nme tie ls Se. eh ae ie be Oe ba wee ew $679,976 
SLAB OVG boas ogee oS GR Bee La Gee Pa ae et ats a 121,224 
PVE ASE ee NG ee a Ine Celia KIN Sie ne lage ati ei eases Make ach nbh 6 ya Liew alana a SP lel 286,795 
SSUUNTYED SY Tn eVEUNCOTEL SRL Lh GAR SRR Te ay eee eee 60,307 
$1,148,302 
Deduct: 
Selling, general and administrative expenses................. $584,294 
Debenturesinteresturmenrs. sok osc ee ako LS ors, Go gurw ele 44,5638 
ID Cpreciavion ter en ne tee er eee ic ed athe Mebane Bidvt 32,817 
Amortization of debenture discount and financing expenses.... 5,92, 667,646 
PROFIT FROM OPERATIONS BEFORE INCOME TAXES.............. $480,656 
IincomestaxesmUNOtes9) mami Sener ee ie at on A an ee Sin ale Bis Ae Nicks Sed 43,757 
BO ee Ove OEE AY EOIN ao ers oe Se oe wl Gases ob Riga whe a WBE Wee we $436,899 
Share of net profits from affiliated companies (Note 4).................... 100,402 
TSESTE, TERRE OU Pe koe oe one eo aa gee eet ee Re ee $537,301 


Consolidated Statement of Earned Surplus for the year ended December 31, 1962 


INQtSDLON Teta as Booka Les oe 5 Woy Gr a Se ann Bree SRS CUES OR Gt IRE rE Pte $537,301 
Deduct: 
Debenture discount and financing expenses applicable to 
bonds converted into capital stock................. $58,333 
Organization expenses written off...................-5. 1,991 60,324 


iBalancemmeccembDeteol lOO lege irr ree ede ee oi Segioece Gv haya tee wus eeusiavlona $476,977 


The accompanying notes to the Consolidated Financial Statements are an integral part thereof 
and should be read in conjunction therewith. 
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CAPITAL BUILDING INDUSTRIES LIMITED (Incorporated Under The 


ASSETS 
CURRENT 
Accounts receivable (after deducting allowance for doubtful accounts). . $ 276,153 
Mortgage draws receivable:... 2.7... jae ee 298,627 
Real estate held’ for'sale-at) cost) (Note? 2) ene 5,209,439 
Inventory of materials at lower of cost or market.................... 217,780 
Current portion of mortgaces receivables sa eee ene 87,503 
Land purchase deposits)... ...¢. coe oe eee 33,617 
Sundry assets and prepaid expenses), 4) 7. ne eee 55,404 $6,178,523 
INVESTMENTS 
Mortgages receivable (after deducting allowance for doubt- 
ful*accounts) 3.28 67 854 te ee eee $336,988 
Less: Payments due within one year............... 87,503 $ 249,485 
Bonds: — at cost UNote.3) os 20%. od Manns eee oe 161,225 
Advances to attiliated COmMpanyi aie. oe ene cee ne 62,000 
Equity invathliatedscompaniess(Note:4)ire eee 218,831 691,541 
FIXED 
Land; buildings and equipment— at cost... eee $ 389,653 
Less:sAccumulated depreciation =s ie ee 161,082 228,571 
OTHER 
Deferred scharees ® sate a lise eee ae ne ee ee $48,914 
Excess of cost of shares of a subsidiary over equity acquired therein ... SOOO 
Organization: expenses...5,. 052.2 ene oo ee 9,744 
Debenture discount and financing expenses less amounts written off... . 114,790 205,749 


$7,304,384 


The accompanying notes to the Consolidated Balance Sheet are an integral part 
thereof and should be read in conjunction therewith. 


LIABILITIES 


CURRENT 
Bank indebtedness — secured (Note 7)......................0020005 $912,103 
Accounts payable and accrued liabilities............................ 942,017 
Depositssonirealkestate- sales tan an cog sss ens cs Ho bm eats we Sie mn 40,315 
Estimated liability for required construction and development costs of 
realwestaversOlda Note) emcee eee ses shut aee nik eee beatae a doaete oe ae 96,981 
Mortgages payable and balances owing on agreements for sale (Note 6) PiGleone 
Corporavionsineomertaxes: payables (Notel9)inp anaes eae s salons. 8,071 
HoanupayablestonGinect Orsay eran a. feetoee ween ucoe GA ats Wa ect oe aes LGS9OTE SS. 4o.003 
DEFERRED 
614% Convertible Sinking Fund Debentures Series‘‘A’’maturing April 1, 
ES Ter OL ES glkA ACL UO Bre cath ec ete cask baa ou TICES cists Lesibvie, ae, Par aera 1,000,000 
CGA IL 1 Wye 2S 3 Le Te) ONS rae eg a Sct ee $4,778,053 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK (Note 8) 


Authorized 
2,000,000 shares without par value 
Issued and Fully Paid 


HOS ZAS OOK Shares tamer mitra ie cren nescence Aes Matha sd eS ase esl crm eC $2,049,354 


ENE BOO tek aU eet. oie ce mgm nae ee ue tw SS Gu Oa mienal ine oo 476,977 2,526,331 


CONTRACTUAL OBLIGATIONS (Note 9) 
CONTINGENT LIABILITY (Note 9) 


Approved On Behalf Of The Board A. D. CHERNIAK, 


Director 


$7,304,384 


ROBERT SLUTzZKyY, Director 


CAPITAL BUILDING INDUSTRIES LIMITED 
Notes to Consolidated Financial Statements December 31, 1962 


NOTE 1. 


Principles of Consolidation and Accounting. 

The financial statements for the year ended December 31, 1962 have been prepared on a consolidated 
basis, wherein inter-company profits, investments and accounts have been eliminated. Prior to 1962, 
the statements were presented on a combined basis. 

The Company and its subsidiaries are continuing the policy of reporting income on the basis of 
completed sales. 


NOTE 2. 
Real estate held for sale consists of the following: 
LN cls Ge nn er eee nT nr ni a nr oom ogc OSS ee OH OOS aE eS $2,785,064 
Land, improvements and houses under construction” (22-2 .--2.52-. 5s ee 4,176,399 
Deferred indirect expenses on units under construction....................-+++--+.- 547,697 
$7,509,160 
Deduct: Mortgage advances. o.-524, 6066 ace eeateus + eer see ease ee ee 2,299,721 
$5,209,439 
NOTE 3. 


Bonds costing $152,745 and having a quoted market value of $153,350 are pledged on behalf of 
affiliated companies, and bonds costing $8,480 are pledged by a subsidiary company, as collateral 
security for the installation of services. 


NOTE 4. 


The equity in affiliated companies is owned by a subsidiary company and consists of 50% of the issued 
common share capital and retained earnings of the following companies: 


Diddi Construction Companyslimiteds. = 12 sc oc ee $ 46,709 
lan Realty Company. Limited: s.i4.50c86 a6 ec) Se See 92,717 
ShareliRealty, Company, Wimited see ae cme eiene cites ce eieaeeene teen ieee aaa 30,572 
Vanhurst Construction Company. Limited =4.5.5 00 ei ee eee 48,833 

$ 218,831 


It has been the policy of the subsidiary company to record 50% of the net income of these companies 
in its accounts. 
NOTE 5. 
Estimated liability for required construction and development costs of real estate sold comprises all 
costs necessary to complete construction on the real estate sold, as estimated by management. 
NOTE 6. 


Mortgages payable and balances owing on agreements for sale are secured by land held for sale and 
bear interest at rates ranging from 5% to 9%. 


The maturity dates are as follows: 


1968's cero Sieeniaierone SRede OEE, I re $ 408,816 
1 Ee Loe eee oar oR. Motte ainio anc org 6 acai cho. com rrora. ove t 331,058 
LOGS. ee. gon eect er eee eee 93,239 
ike ol eRe Ra aid nice cara oe GRAS RT Le biaee 382,140 
LOG Tee cak, Beene Oe ee ee ee ee 310,470 
1968 patches 3 eRe ee ee 2,000 
DOGS co's outa k Gach Eee 2,399 
Ope 38) ake Oe ee 231-453 

$1,761,575 


Mortgages payable and balances owing on agreements for sale aggregating $231,453 do not have fixed 
maturity dates, with the principal payable only as the land is utilized. The maturity dates shown above 
do not reflect the prepayment of principal upon the construction or sale of real estate. 


NOTE 7. 


The 6% % Convertible Sinking Fund Debentures Series A were issued in 1962, pursuant to a Trust 

Indenture which provided for the issuance (subject to certain conditions) of additional Debentures 

without limitation as to the aggregate principal amount. In the said Trust Indenture the Company 

covenanted to establish a sinking fund to provide for the retirement of $100,000 aggregate principal 

econ as 4% Convertible Sinking Fund Debentures Series A on April 1 in each of the years 
to 5 


During 1962, $500,000 aggregate principal amount of Debentures Series A were converted into 112,500 
shares of the company. 


In accordance with the terms of the Trust Indenture the $500,000 Series A Debentures converted 
into shares are available to the Company as a sinking fund credit. On February 15, 1963, the Company 
elected to apply $100,000 principal amount of the Series A Debentures forming such credit in satisfac- 
tion in whole of the sinking fund payment required to be made prior to April 1, 1963. 


Subsequent to December 31, 1962 the Company issued, pursuant to a First Supplemental Indenture, 
$700,000 aggregate principal amount 6% Sinking Fund Debentures, Series B maturing November 15, 
1977. In the First Supplemental Indenture the Company covenanted to establish a sinking fund to 
provide for the retirement of $40,000 aggregate principal amount of 6% Sinking Fund Debentures, 
Series B on November 15 in each of the years 1963 to 1976. These debentures were issued, as collateral 
security only, to the Company’s bankers. 


The Trust Indenture and the First Supplemental Indenture both provide for certain restrictions on 
the payment of dividends on the shares of the Company. 


NOTE 8. 


On March 12, 1962 the Company acquired all the shares of certain companies, which are now sub- 
sidiaries of the Company, (having an aggregate net book value of $1,529,351 as at December 31, 1961) 
in exchange for 749,997 fully paid shares. 


In conjunction with the issue and sale of $1,500,000 aggregate principal amount of 64 % Convertible 
Sinking Fund Debentures Series A, 190,000 additional shares were issued for $20,000. During 1962, a 
further 112,500 shares were issued upon the exercise of the conversion privileges attached to the 6% % 
Convertible Sinking Fund Debentures Series A. 262,500 shares are reserved for issuance upon the 
exercise of the conversion privileges attached to the balance of the outstanding Series A Debentures. 
25,000 shares were reserved for issuance under an employees’ stock option plan as at December 31, 
1962. At that date, options had been granted to employees of the Company and its subsidiaries to 
purchase 23,900 shares at $3.50 per share. These options may be exercised from time to time follow- 
ing fulfillment of certain conditions and restrictions and are for terms not in excess of eight years. 
Accordingly, none of the options were exercisable as at December 31, 1962. 


NOTE 9. 


A subsidiary company leased the land and building located at 33 University Avenue West, Windsor, 
Ontario, for a period of ten years commencing December 15, 1961, with options to renew for ten 
further periods of ten years each and with the option to purchase such land and building at a price of 
$200,000, the option to purchase to be exercisable at any time between September 14, 2071 and 
December 14, 2071 or, under certain circumstances, prior to an earlier event. The terms of the lease 
provide for the following annual rental payments (in addition to realty taxes and other charges to 
be borne by the lessee): : 


December > l96itomDecember 147.203 ae we eee ea $51,600 
December 15, 2031 to December 14, 2041...................... 56,600 
December td. 204 Stow Decemberi47-205 15 oe. ee ae ene 61,600 
Decembermio-e 20>iitom December 45 2061 2y ae oe eae eee 66,600 
Wecemberdow2 06 latos December 452 0 (lier ee ara ee ee 71,600 


In the event that the net annual profit arising from the demised premises exceeds $3,500 in any year, 
the subsidiary company will be required to pay one-half the excess as additional rent. 


The subsidiary company intends to claim capital cost allowance on the basis that under present income 
tax laws it is not permitted to charge off as an expense the rent payable by it under the lease and that 
for tax purposes it is deemed to have acquired such land and building at a capital cost equal to the 
aggregate of all rent payable over the whole term of the lease, plus the price at which the option to 
purchase may be exercised. On this basis, the subsidiary company is proposing to claim capital cost 
allowance at the rate of 5% per annum on the decreasing balance, or in such lesser amount as may be 
deemed advisable, on a capital cost of $6,176,000, being the aggregate of all fixed rents payable over 
the whole term of the lease plus the option price, less the fair market value as of December 15, 1961 
of the land upon which the building stands. Accordingly, no provision for income taxes in the accounts 
of the subsidiary company has been made for the period ended December 31, 1962. In the event that 
this basis of claiming capital cost allowance is not permitted, the resulting income taxes payable by 
the subsidiary company in respect of the two years ended December 31, 1962 would amount to 
$146,438 with a corresponding increase in corporation income taxes payable and a reduction in the net 
income for 1962 in the amount of $57,164. 


Auditors’ Report 


To the Shareholders 


VISE, RUMACK, SEIGEL, KURTZ AND COMPANY 


CHARTERED ACCOUNTANTS 
TORONTO 


REPRESENTED IN: MONTREAL, WINNIPEG, U. S. A., UNITED KINGDOM, ISRAEL 


We have examined the consolidated balance sheet of Capital Building Industries Limited as at 
December 31, 1962, the consolidated statement of earned surplus and the consolidated statement of 
earnings for the year ended on that date. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances, except for the affiliated companies, whose accounts have been ex- 
amined and reported on by other chartered accountants. 


Based upon our examination and the reports of other chartered accountants, in our opinion the 
accompanying consolidated balance sheet, the consolidated statement of earned surplus and the 
consolidated statement of earnings supplemented by the notes thereto, present fairly the financial 
position of the companies as at December 31, 1962 and the results of their operations for the year 
then ended, in accordance with generally accepted accounting principles. 


Toronto, Ontario Vise, RuMACK, SEIGEL, Kurtz & Co. 
March 27, 1963 Chartered Accountants 


NET EARNINGS 


$ 8,288,668 $ 537,301 
7,046,955 
7,363,857 
7,001,096 444,178 


6,125,800 


5,380,780 


217,015 
180,945 


179,860 
132,860 i 


1957 1958 1959 1960 1961 1962 1957 1958 1959 1960 1961 1962 


SIX-YEAR COMPARATIVE SUMMARY 


mOtalvoalesaee. . sda. eke See esas 
Gross Profit From: 


Residential Construction... . 


Millwork and Cabinet Making 
PRotalMmGrosseerolite. 224.06. 45065 


Selling, General and Administra- 
tive Expenses.............. 


Depreciation... ...02. 254... Fae 
Imcomeshaxessry. Se. see ee ues 


INGt earnings: arama Cecio cic 


Earnings as a Per Cent of Sales.. 


For The Fiscal Year Ended December 31 


1962 


$8,288,668 


679,976 
121,224 
286,795 


1,087,995 


584,294 
32,817 
43,757 

537,301 


6.48 


1961 


$7,363,857 


721,601 
133,832 
282,322 


1,137,755 


741,549 
27,387 
72,610 

444,178 


6.03 


1960 


$7,001,096 


566,180 
115,307 
180,093 


861,580 


624,042 
26,059 
40,974 

179,860 


2.57 


1959 


$7,546,955 


738,470 
108,396 
117,584 


964,450 


719,898 
42,823 
55,187 

132,860 


1.76 


1958 


$6,125,800 


675,619 
189,874 
117,390 


982,883 


657,098 
46,629 
56,679 

180,945 


2.95 


1957 


$5,380,780 


493,916 
242,567 
122,812 


859,295 


458,846 
57,758 
50,887 

217,105 


4.03 
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